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PASS STR ELECTRONICALLY FOR MIKE SMITH 
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TAGS: ETRD 

SUBJECT: TEXTILES: EC RESERVE ON MFA RENEWAL 

REF: SEOUL 1287 

1 . USTSB REP'S VIEW OF PRACTICAL EFFECT OF EC RESER- 
VATION HAS NOT CHANGED SINCE JANUARY CONVERSATIONS 
WITH SMITH. 

2. FROM SUBSEQUENT CONVERSATIONS WITH LOCAL AND BRUSSELS 
EC REPS CONCERNED WITH TEXTILE MATTERS, US REP REMAINS 
CONVINCED THAT EC'S MOTIVATION IN PLACING "RESERVATION" 
AROSE: A) FROM COMMISSION S COMMITMENT TO MEMBER STATES 
THAT EC "DEFINITIVE" ACCEPTANCE MFA WAS TO BE CONDITIONED 
ON CLEAR AND FORMAL UNDERSTANDING THAT COMMISSION WOULD 
HAVE CONCLUDED (A PRIORI) ADEQUATE NUMBER SATISFACTORY 
BILATERALS RECOGNIZING PRINCIPLES SET FORTH IN 
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COM.TEXAV/47; B) FROM FACT THAT IT WAS IMPOSSIBLE FOR 
COMMISSION TO FORMALLY CONCLUDE THESE BILATERALS BEFORE 
DEC 31 EXPIRY OF MFA; AND, C) FROM COMMISSION'S BELIEF 
THAT RESERVATION WOULD PRESENT DETERRENT TO THOSE EC 
TRADING PARTNERS WHICH MIGHT BE INCLINED TO DELAY FORMAL 
BILATERAL AGREEMENT IN HOPE OF "REOPENING" NEGOTIATIONS 
IN TSB. LANGUAGE OF PARA 2 OF EC RESERVATION APPEARS 
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THREATEN REJECTION BY EC ITS MFA OBLIGATIONS VIS-A-VIS 
SUCH TRADING PARTNERS IN ABSENCE FORMAL BILATERAL 
AGREEMENTS AND, INTERPRETED IN THE STRICTLY LEGAL SENSE, 
VIS-A-VIS ANY PARTICIPANT WITH WHICH EC HAD NO BILATERAL 
AGREEMENT. 

3. SINCE IT NOT POSSIBLE EXCLUDE A SITUATION WHERE EC 
MIGHT ACT TO WAIVE UNILATERALLY ITS MFA OBLIGATIONS 
VIS-A-VIS U.S. IN DEROGATION U.S. MFA RIGHTS (DESPITE 
ABSENCE PROTEST BY ANY OTHER PARTICIPANTS), U.S. STANCE 
ON EC RESERVATION, PERHAPS, SHOULD BE CONSIDERED IN 
LEGAL TERMS. IN ORDER PROVIDE FULL LEGAL PROTECTION 
FOR U.S. RIGHTS, WE MAY WISH CONSIDER FILING A LETTER 
WITH TC CHAIRMAN LONG WHEREIN WE: A) REFER TO EC'S 
RESERVATION (TEXT OFFICIALLY CIRCULATED FOR FIRST TIME 
AS COM.TEX/9 OF FEB 6, 1978), B) POINT OUT THAT, AS 

MFA PARTICIPANT NOT HAVING BILATERAL AGREEMENT WITH EC, 
U.S. CANNOT ACCEPT EC RESERVATION AS APPLICABLE TO U.S.; 
AND, C) IF DESIRABLE, INCLUDE LANGUAGE RESERVING OUR 
POSITION AS TO ITS APPLICABILITY TO ANY OTHER MFA 
PARTICIPANT. 

4. IN ORDER AVOID, IF POSSIBLE, CREATING PROBLEMS FOR 

EC COMMISSION WITH MEMBER STATES ON ONE HAND AND THOSE 
TRADING PARTNERS STILL TARDY IN FORMAL CONCLUSION 
BILATERALS ON THE OTHER HAND, WE SHOULD DISCUSS PROBLEM 
WITH EC BEFORE FILING A COUNTER RESERVATION. U.S. REP 
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WOULD NOT BE SURPRISED IF SUCH DISCUSSION DID NOT 
PRODUCE COMMITMENT BY EC TO WITHDRAW RESERVATION AS 
SOON AS BILATERALS ARE FORMALLY IN PLACE IF SUCH 
COMMITMENT NOT FORTHCOMING, WE WOULD APPEAR HAVE NO 
ALTERNATIVE OTHER THAN SUBMIT COUNTER RESERVATION 
PROTECTING OUR RIGHTS AS LONG AS EC RESERVATION 
REMAINED VALID. 

5. FOLLOWING CIRCULATION COM.TEX/9 REFERRED TO ABOVE 
(AVAILABLE TO TSB AT SESSION FEB 13-15), U.S. REP HAS 
HEARD NO PROTEST WHATSOEVER EITHER IN TSB OR FROM OUT- 
SIDE INTERESTED CONTACTS. THERE WOULD APPEAR TO BE 
TACIT RECOGNITION THAT RESERVATION WAS RESULT OF 
COMMISSION'S INTERNAL EXIGENCIES AND THAT, AS A 
PRACTICAL ISSUE, IT WOULD DISAPPEAR FOLLOWING FORMAL 
CONCLUSION EC BILATERALS. 

6. U.S. TSB REP WOULD BE MOST INTERESTED IN L/EB'S 
VIEWS ON THIS QUESTION. VANDEN HEUVEL 
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